
November 22,2000 

Timothy Westmoreland 

Director 

Department of Health and Human Services 

Health Care Financing Administration 

Center for Medicaid and State Operations 

Division of Integrated Health Services 

7500 Security Boulevard 

Baltimore, Maryland 21244-1850 


Re: Vermont State Children's Health Insurance Program 

Dear Mr. Westmoreland: 

This letter is in regards to our June 16,2000 request for an amendment to our State 
Children's Health Insurance Program (SCHIP) to allow for an implementation of an 
increase in premiums to the households of uninsured children with family incomes 
between 225 and 300 percent of the Federal Poverty Level. Your office's July 25,2000 
response raised concerns in certain areas. These concerns and our responses are as 
follows: 

Section 4.4.4, relating to cost sharing for American Native (AVAN) 
children. The Department of Health and Human Services has issued a policy 
prohibiting cost sharing for children. Section 2 of the Social 
Security Act requires that the State plan include a description of the procedures used 
to ensure the provision of child health assistance to targeted low-income children of 

families. The special access provisions for children in Title XXI 
recognize the unique relationship between the Federal government and the Tribal 
governments Becausein the delivery of health care costservices to sharing 

Statesposes a unique thatfinancial barrier to care for impose cost sharing on 
children are not in compliance with the access provisions of Section 

2 Please specify how the State plans to identify children in order 
to exempt them from cost sharing. 

We will individuals upon application that membership in the designated tribes 
excludesfamiliesfrom cost sharing. This would be premiums, referred to as program 

in Vermont. applicants choose to disclose membership to the Department, 
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the eligibility worker will record that information in the automated record. When 
premium-billing are created,families that are so identified will be excluded. 

Section 8.4.5, relating to the use of cost sharing toward State matching requirements. 
Section 2 requires that no premiums or cost sharing be used toward State 
matching requirements. The State indicates in Section 8.4.5 of its revised plan that it 
will comply with this requirement. However, in the cover letter, the State asks to 
retain all premiums and program fees collected SCHIP beneficiaries. Please 
provide an assurance that premiums will not be used toward State matching 
requirements. 

As this is a requirement of Title we withdraw the request to retainfees. They 
will not be used toward State matching requirements. 

Section 9.10, relating to the budget. Section 2 requires that the State plan 
include a description of the budget for the plan. The higher premium collections in 
the proposed State plan amendment will modify the budget in the approved State 
plan. Please submit a revised three-year budget that reflects the anticipated increase 
in premium collections. A budget template is attached for your use. 

A revised three-year budget is attached. 

At this stage we anticipate that the effective date of the fee change will be February 1, 
2001. 

Attached are revisions to Sections 4 and 8 and Appendix 8 of Vermont's State Children's 
Health Insurance Program. 

We trust that this addresses your concerns. If you or your colleagues have any further 
questions, please contact Ann Rugg, Managed Care Senior Administrator, at 

or 802-241-2766. We appreciate your continued assistance in the 
management of the Title XXI program in Vermont. 

Sincerely, 

Eileen I. Elliott 
Commissioner 

cc: 	 Ronald Preston, Associate Regional Administrator, HCFA 
M. Jane Kitchel, Secretary, Vermont Agency of Human Services 
Paul Wallace-Brodeur, Director, Office of Vermont Health Access 
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Appendix 8 Cost Sharing and Payment 

8.2.: Cost Sharing 

Nominal cost sharing will be required for SCHIP eligible populations just as it is 
currently required under the Dr. Dynasaur and Vermont Health Access Plan (VHAP) 
programs. The State believes that the incomes of these families is sufficient to allow 
them to pay out-of-pocket for many covered services, so that the added coverage will 
represent a substantial benefit despite the requirement for supplemental payments. The 
State further believes that it can reasonably assure that the cost sharing does not favor 
children from higher income families over lower income families and that costs will not 
exceed five percent (5%) of any family's income in a given year. Specific cost sharing 
requirements are as follows: 

There are no deductibles or coinsurance for covered services. There are premium-like 
program fees. The following program fees will apply: 

Families above up to 300% of the FPL (SCHIP): 
$10 per month per household effective 
$20 per month per household effective 1/1/99. 
$25 per month per household effective 7/1/99. 
$50 per month per household effective 2/1/01. 

Non-covered services and services that are not medically necessary do not count towards 
the family out-of-pocket limit. 

8.3.: Public Notification 

Program fee payments are related to current Dr. Dynasaur payments but will be increased 
to reflect the higher income of the SCHIP families. Notification for past and current 
program fee amounts has been provided under the same public notification requirements 
used for public policy promulgated under Vermont's Administrative Procedures Act. 
Information on the specific cost sharing amounts will be included in outreach activities, 
as described in Appendix 5. Additionally, the State will continue to use the committees 

program as sourcesestablished for the of feedback and input on this 
initiative. For more information on these committees see Appendix 9. 

8.5.: Annual Aggregate Cost Sharing 

Vermont proposes to establish a single annual maximum for all SCHIP households with 
incomes 225% to 300% of the Federal Poverty Level (FPL). This maximum will be an 
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amount that does not exceed 5% of the 225% FPL for a household of two. This assumes 
that at least one child must be in the household to qualify for Title XXI and that selecting 
the 225% FPL income level to set the maximum assures that no household in the income 
bracket will exceed the 5% mark. 

The maximum will be compared to the annual program fee cost to assure that program fee 
cost does not exceed the maximum. This will occur at any time that the FPL is adjusted 
and/or program fee changes are proposed. 

For example, effective February 1, 2001, the maximum is $1,266 per year based on the 
225% FPL for a household of two being $25,320. The annual program fee cost will be 
$600. 

Only program fee costs will count towards the family out-of-pocket limit. Non-covered 
services and services that are not medically necessary will not considered. 
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Section 8. Cost Sharing and Payment (Section 

Check here if the state elects to use funds provided under Title only to 
provide expanded eligibility under the state's Medicaid plan, and continue on 
to Section 9. 

See Appendix 8for a summary of cost sharing and payment aspects. 

8.1. Is cost-sharing imposed on any of the children covered under the plan? 

8.1.1. YES 
8.1.2. NO, to question 8.5. 

8.2. 	 Describe the amount of cost-sharing and any sliding scale based on 
income: 
(Section 2

8.2.1. 	 Premiums: Effective I - 0 per month per household. 
Effective 1/1/99- $20 per month per household. Effective 7/1/99 -
$25 per month per household. Effective 2/1/01 - $50 per month 
per household. 

8.2.2. 

Deductibles: 

-

8.2.3. 
Coinsurance: 

8.2.4. 
Other: 

8.3. 	 Describe how the public will be notified of this cost-sharing and any 
differences based on income: 

8.4. The state assures that it has made the following findings with respect to 
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the cost sharing and payment aspects of its plan: (Section 

8.4.1. Cost-sharing does not favor children from higher income 
families over lower income families. (Section 

8.4.2. El 	 No cost-sharing applies to well-baby and well-child care, 
including age-appropriateimmunizations. (Section 

8.4.3. No child in a family with income less than 150% of the 
Federal Poverty Level will incur cost-sharing that is not 
permitted under 19 1). 

8.4.4. El 	 No Federal funds will be used toward state matching 
requirements. (Section 

8.4.5. No premiums or cost-sharing will be used toward state 
matching requirements. (Section 

8.4.6. El No funds under this title will be used for coverage if a 
private insurer would have been obligated to provide such 
assistance except for a provision limiting this obligation 
because the child is eligible under the this title. (Section 

8.4.7. Income and resource standards and methodologies for 
determining Medicaid eligibility are not more restrictive 
than those applied as of June 1, 1997. (Section 

8.4.8. No funds provided under this title or coverage funded by 
this title will include coverage of abortion except if 
necessary to save the life of the mother or if the pregnancy 
is the result of an act of rape or incest. (Section 

8.4.9. El 	 No funds provided under this title will be used to pay for 
any abortion or to assist in the purchase, in whole or in part, 
for coverage that includes abortion (except as described 
above). (Section 2 

8.5. 	 Describe how the state will ensure that the annual aggregate cost-sharing 
for a family does not exceed 5 percent of such family's annual income for 
the year involved: (Section 

See Appendix 8. 

8.6. 	 The state assures that, with respect to pre-existing medical conditions, one 
of the following two statements applies to its plan: 



State of Vermont 

Title 
State Children's Health Insurance Program 


8.6.1. The state shall not permit the imposition of any pre-existing 
medical condition exclusion for covered services (Section 

8.6.2. 	 The state contracts with a group health plan or group health 
insurance coverage, or contracts with a group health plan to 
provide family coverage under a waiver (see Section 6.3.2. 
of the template). Pre-existing medical conditions are 
permitted to the extent allowed by (Section 

Please describe: 
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Section 4. Eligibility Standards and Methodology. (Section 

Check here if the state elects to use funds provided under Title only to 
provide expanded eligibility under the state's Medicaid plan, and continue on 
to Section 5. 

A summary of eligibility standards isprovided in Appendix 4. In general, existing 
Vermont methodologiesfor establishing eligibility 
and enrolling recipients in managed care will apply to Title Related 
Medicaid, Dr. Dynasaur, and VHAPpolicy and procedures and the procedures 
and protocols of our benefits counseling and enrollment contractor, Maximus, are 
available upon request. 

4.1. 	 The following standardsmay be used to determine eligibility of targeted 
low-income children for child health assistanceunder the plan. Please 
note whether any of the following standards are used and check all that 
apply. If applicable, describe the criteria that will be used to apply the 
standard. (Section 

4.1.1. Geographic area served by the 
Plan: 

4.1.2 


4.1.3 
Income: 

4.1.4 Resources (including any standards relating to spend downs 
and disposition of 
resources): 

4.1.5. 
Residency: 

4.1.6. Disability Status (so long as any standard relating to 
disability status does not restrict 
eligibility): 
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4.1.7. Access to or coverage under other health coverage: 
4.1.8. Duration of 

eligibility: 
4.1.9. Other standards (identify and 

describe): 
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4.2. The state assures that it has made the following findings 
with respect to the eligibility standards in its plan: (Section 

4.2.1. These standards do not discriminate on the basis of 
diagnosis. 
4.2.2. 	 Within a defined group of covered targeted low-income 

children, these standards do not cover children of higher 
income families without covering children with a lower 
family income. 
These standards do not deny eligibility based on a child4.2.3. 

4.3. Describe the methods of establishing eligibility and continuing enrollment. 

having a pre-existing medical condition. 

(Section 2

4.4. Describe the procedures that assure: 

4.4.1. 	 Through intake and screening, that only targeted 
income children who are ineligible for either Medicaid or other 
creditable coverage are child health assistance under the 
state child health plan. (Section 

4.4.2. 	 That children found through the screening to be eligible for 
medical assistance under the state Medicaid plan under Title XIX 
are enrolled for such assistance under such plan. (Section 

4.4.3. 	 That the insurance provided under the state child health plan does 
not substitute for coverage under group health plans. (Section 

4.4.4. 	 The provision of child health assistance to targeted low-income 
ofchildren in the state who are Indians (as defined in section 

the Indian Health Care Improvement Act, 25 U.S.C. 
(Section 2 

Vermont individualswill on application that membership in 
the designated tribes excludesfamilies from cost sharing. If the 
applicants choose to disclose membership, the information will be 
included in the automated record. This will exclude thefamilies 
from billingfiles. 

4.4.5. 	 Coordination with other public and private programs providing 
creditable coverage for low-income children. (Section 
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